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United States, 2014-1 U.S. Tax Cas. (CCH) ¶ 50,283 (3d Cir. 
2014), vac’g and rem’g, 2012-2 U.S. Tax Cas. (CCH) ¶ 50,660 
(E.D. Penn. 2012).
 INSTALLMENT PAYMENT OF ESTATE TAX. Prior to 
death, the decedent had made a payment of a judgment against 
the decedent’s son. The decedent’s estate listed this payment as a 
loan included in estate property and filed an estate tax return with 
payment of non-deferred estate taxes. The remainder of the taxes 
were deferred under the installment payment of estate tax rules. The 
estate changed its mind and reclassified the judgment payment as 
a gift and filed a gift tax return. The estate sought to decrease the 
estate taxes by removal of the loan from estate property and have 
the overpayment of estate taxes applied to pay the gift taxes. The 
court held that no overpayment of estate taxes had occurred yet 
because there remained a significant amount of unpaid, deferred 
taxes; therefore, there were no excess estate taxes which could be 
credited to payment of the gift taxes. Estate of Adell v. Comm’r, 
T.C. Memo. 2014-89. 
 SPECIAL USE VALUATION.  An appeal to the Ninth Circuit 
Court of Appeals has been filed in the following case. Years after 
the death in which special use valuation was elected, a trust holding 
the special use valued land entered into an agreement to impose 
a conservation easement on the real property for which the trust 
received $900,000.8 The $900,000 payment for the conservation 
easement was passed through to the beneficiaries to be reported 
on their income tax return. The beneficiaries did not report their 
shares of the gain for income tax purposes. On audit, IRS took 
the position that the original special use valuation, rather than the 
fair market value at death, fixed the income tax basis and assessed 
capital gains tax on the beneficiaries. The beneficiaries, shocked by 
that development, hired an appraiser to determine the fair market 
value at death which was, as would be expected substantially higher 
than the special use value. The Tax Court held that the special use 
valuation was the proper determinant of the income tax basis for 
purposes of the taxation of the conservation easement payments for 
all beneficiaries, including for one beneficiary who was a minor. 
The court stated that the signature of the guardian ad litem was 
sufficient to establish the necessary representation on the special use 
valuation election. In that regard the Tax Court applied the doctrine 
of consistency which prevented the beneficiaries from changing 
their positions which were clearly established in the special use 
valuation election and the agreement of personal liability and the 
statute of limitations for assessment of estate tax had expired. See 
Harl, “Consequences of a Lower Basis for Special Use Valuation 
Property,” 24 Agric. L. Dig. 169 (2013). Van Alen v. Comm’r, 
2013-235.
 VALUATION. The decedent had owned a personal pension 
plan which was invested in an investment firm. At the time of 
the decedent’s death, the investment firm reported the value of 
all investments on the date of death and the estate filed its estate 
tax return using those values. The estate beneficiaries made 
FEDERAL FARM
PROGRAMS
 COTTON. The AMS has announced that it will maintain user 
fees for 2014 crop cotton classification services at $2.20 per bale, 
the same level as in 2013. 79 Fed. Reg. 27479 (May 14, 2014).
 FEDERAL ESTATE
AND GIFT TAXATION
 FAILURE TO PAY PENALTY. The executor of an estate hired 
a tax attorney to provide tax advice for the estate. The estate timely 
requested an extension of time to file the estate tax return and paid 
a portion of the estate tax due, based on the advice of the attorney 
that the estate would be eligible for installment payments of estate 
tax. The estate timely filed the estate tax return before the end of 
the extension and included an application for an extension of time 
to pay the estate tax. At that time the estate no longer intended to 
elect to pay the estate tax in installments because the attorney no 
longer believed the estate qualified for the election. The IRS denied 
the extension of time to pay the tax and assessed a penalty for 
failure to timely pay the taxes, which were due when the original 
return was due, without the extension because the extension did not 
include an extension of time to pay the taxes. The IRS argued and 
the trial court held that the penalty was properly assessed because 
the executor did not demonstrate that the failure to pay was due 
to reasonable cause and not due to willful neglect. In particular 
the trial court held that the estate’s reliance on the tax attorney 
was not the exercise of ordinary business care and prudence. The 
appellate court reversed and remanded the case because the trial 
court used the wrong standard for determining reasonable cause. 
Although the trial court relied on United States v. Boyle, 469 U.S. 
241, 245 (1985), the appellate court noted that Boyle discussed three 
types of reliance by an estate on a tax professional: (1) reliance on 
the tax professional to prepare and file returns and pay taxes; (2) 
reliance on the advice of the tax professional by the executor as to 
the time of filing the return and paying the taxes; and (3) reliance 
on the tax professional for advice on tax matters. The appellate 
court identified the current case as involving either the second or 
third types of reliance and held that an executor’s reliance on the 
advice of a tax expert may be reasonable cause for failure to pay 
by the deadline if the executor can also show either an inability to 
pay or undue hardship from paying at the deadline. Because the 
issue of reliance was not litigated at the trial level, the case was 
remanded for further factfinding and ruling. Estate of Thouron v. 
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distributions from the account over the next two years until the 
investment firm collapsed when it was discovered to be running 
a ponzi scheme. The estate sought to file an amended return with 
a zero value for the investment account but the IRS refused to 
issue a refund. The IRS sought summary judgment, arguing that 
the investment account was the property to be valued in the estate 
at the time of the decedent’s death. The estate argued that the 
value of the underlying investment properties were to be used and 
because none of the securities and other investment were made, 
the value was zero.  The court held that two issues of material fact 
remained to prevent summary judgment at this point: (1) whether 
the decedent had any property rights in the investment account 
itself and (2) whether a hypothetical buyer would have sufficient 
information about the investment firm’s ponzi scheme to affect 
the purchase price of the decedent’s account with the firm.  Estate 
of Kessel v. Comm’r, T.C. Memo. 2014-97.
FEDERAL INCOME 
TAXATION
 ASSIGNMENT OF INCOME. The taxpayers, husband and 
wife, attended a seminar which promoted a tax-avoidance scheme 
through use of a “corporation sole” as an alternative to a customary 
non-profit entity exempt from taxes under I.R.C. § 501(c)(3). The 
taxpayers dissolved their religious Section 501(c)(3) organization 
and formed a corporation sole, a corporation with one shareholder, 
and signed a vow of poverty. The taxpayers continued to perform 
religious services and receive compensation for those services. 
The corporation maintained a bank account but the taxpayers 
had full access to the funds and made only personal deposits and 
withdrawals for personal expenses.  The taxpayers claimed all their 
income as exempt church income. The Tax Court disagreed and 
held that the taxpayer held complete dominion and control over 
all the funds, the corporation did not qualify as a Section 501(c)
(3) religious organization, and the deposits to the account did not 
qualify as charitable contributions. Thus, the income received by 
the taxpayers, and deposited in the corporation’s account, was 
taxable to the taxpayers. The appellate court affirmed, noting 
that a member of a religious order who earns or receives income 
therefrom in the member’s individual capacity cannot avoid 
taxation on that income merely by taking a vow of poverty and 
assigning the income to that religious order or institution. Gunkle 
v. Comm’r, 2014-1 U.S. Tax Cas. (CCH) ¶ 50,291 (5th Cir. 
2014).
 BAD DEBTS.  The taxpayer was a shareholder and employee 
of a corporation. The taxpayer withdrew funds from an IRA 
and loaned them to the corporation to help fund operations. The 
corporation repaid a portion of the loan but failed to repay the 
rest. The taxpayer claimed a bad debt deduction for the unpaid 
amount.  Although the court found that a bona fide debtor-creditor 
relationship existed and the loan became worthless in the tax 
year claimed by the taxpayer, the court found that the dominant 
motivation for the loan was the protection of the taxpayer’s 
investment interests in the companies, rather than protection of 
the taxpayer’s salary. As such, the court held that the loans were 
nonbusiness bad debts, deductible only as losses. The appellate 
court affirmed.  Haury v. Comm’r, 2014-1 U.S. Tax Cas. 
(CCH) ¶ 50,282 (8th Cir. 2014), aff’g on point, T.C. Memo. 
2012-215.
 BUSINESS EXPENSES. The taxpayer was employed 
as a real estate loan officer and the taxpayer’s employment 
agreement provided for reimbursement of expenses incurred 
in the performance of the taxpayer’s duties upon submission of 
evidence of the expenses and their relationship to the taxpayer’s 
duties. Although the taxpayer filed a return claiming the 
compensation and expenses from the work as Schedule C income 
and expenses, the taxpayer conceded that the compensation 
was wages and that the expenses were deductible, if at all, 
on Schedule A as unreimbursed employment expenses. The 
deductions included advertising expenses, vehicle expenses, 
contract labor expenses, depreciation, supplies expenses, 
travel expenses, and meals and entertainment expenses.  The 
evidence demonstrated that the taxpayer did not attempt to seek 
reimbursement for these expenses but the taxpayer failed to show 
that the expenses were not reimburseable. Therefore, the court 
held that the expenses were not deductible as unreimbursed 
employee expenses on Schedule A. Richards v. Comm’r, T.C. 
Memo. 2014-88.
 CONSERVATION EASEMENTS .  The taxpayers, 
husband and wife, purchased two residences in Boston. Both 
residences were located in historical landmark districts and 
subject to construction and repair restrictions enforced by city 
commissions. The taxpayers granted facade easements to the 
National Architectural Trust which restricted the construction 
and repair of the exterior of the buildings. The taxpayers and 
IRS presented appraisals of the buildings before and after the 
easement grants but the court rejected all of them because of lack 
of comparable features to “comparable” properties used in the 
appraisals. The court found that the restrictions and enforcement 
of the city commissions and the National Architectural Trust 
were not identical but found that the differences would be 
recognized by potential buyers; thus, the  court held that the 
easements granted did not affect the value of the properties 
already subject to city regulations on construction and repairs. 
Chandler v. Comm’r, 142 T.C. No. 16 (2014).
 COOPERATIVES. In a short Chief Counsel Advice 
e-mail, the IRS stated: “You requested our thoughts on how to 
respond when a Form 3491, Consumer Cooperative Exemption 
Application, lists a principal activity of the organization that 
appears inconsistent with a requirement for exemption, because 
the listed activity doesn’t involve retail sales. Section 6044(c) 
provides the exemption from reporting requirements following 
application but only for a cooperative that the Secretary 
determines is primarily engaged in selling at retail goods or 
services of a type that are generally for personal, living, or family 
use. Section 1.6044-4(a)(2) provides that for a cooperative to 
qualify for the exemption, 85% of its gross receipts must have 
been derived from the retail sale of such goods or services. Where 
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the principal activity listed on the application does not appear 
to incorporate any retail sales at all, that brings into question 
an assertion on the application that 85 percent or more of the 
corporation’s receipts were retail sales of the requisite goods and 
services.” CCA 201420019, May 5, 2014.
 DEPRECIATION. Taxpayer owned a facility operated 
primarily to produce fuel grade ethanol from corn. The IRS 
has issued a revenue ruling that places the depreciable assets of 
the facility in asset class 49.5, Waste Reduction and Resource 
Recovery Plants, under the classes established in Rev. Proc. 87-
56, 1987-2 C.B. 674.  Rev. Rul. 2014-17, I.R.B. 2014-24.
 FIRST TIME HOMEBUYER CREDIT.  The taxpayer 
moved to a parent’s home after the death of the parent, used the 
home as the taxpayer’s sole residence and did not own or rent 
any other residence. The parent’s will deeded the home to the 
taxpayer and sibling who also resided at the home.  One year later, 
the taxpayer purchased a condominium and moved in with the 
taxpayer’s spouse.  The taxpayer claimed the first time homebuyer 
credit for the purchase of the condo but the credit was denied 
by the IRS. The taxpayer argued that the parent’s home was not 
the taxpayer’s principal residence because the taxpayer never 
intended the home to be the taxpayer’s permanent residence.   The 
court held that the taxpayer’s intention was not relevant because 
the taxpayer had no other residence at the time of the residence at 
the parent’s home; therefore, the parent’s home was the principal 
residence of the taxpayer and the first time homebuyer credit could 
not be claimed for the purchase of another residence within one 
year after taxpayer the lived in and partially owned the parent’s 
home. Goralski v. Comm’r, T.C. Memo. 2014-87.
 IRA. The taxpayer was a shareholder and employee of a 
corporation. The taxpayer withdrew funds from an IRA twice 
and loaned them to the corporation to help fund operations. 
The corporation repaid a portion of the loans more than 60 days 
after the first distribution but less than 60 days after the second 
distribution and the taxpayer redeposited those funds in the 
IRA. The court held that the funds redeposited within 60 days 
after the second distribution were an eligible partial rollover and 
not taxable income to the taxpayer or subject to the 10 percent 
additional penalty for early withdrawal.  Haury v. Comm’r, 
2014-1 U.S. Tax Cas. (CCH) ¶ 50,282 (8th Cir. 2014), rev’g 
on point, T.C. Memo. 2012-215.
 PARTNERSHIPS
    ASSESSMENTS. In a Chief Counsel Advice letter, the IRS 
stated “Section 6501(a) provides the period of limitations for 
assessing any tax imposed by Title 26 of the United States Code, 
including tax attributable to partnership and affected items. See 
Bufferd v. Commissioner, 506 U.S. 523, 527 (1993) [ 93-1 USTC 
¶50,038]. This period runs from the filing date of an actual tax 
return rather than from the filing date of a pass-through entity 
information return [such as a partnership return]. Id. As referenced 
in section 6501(n), section 6229 merely extends each partner’s 
section 6501 period. As interpreted by the courts, section 6229(a) 
provides that each partner’s section 6501 assessment period 
for tax attributable to partnership and affected items shall not 
expire before the date that is three years after the later of the 
date on which the partnership return for the taxable year was 
filed, or the last day for filing the return for that year (determined 
without regard to extensions). Rhone-Poulenc Surfactants & 
Specialties, L.P. v. Commissioner, 114 T.C. 533, 542-43 (2000) 
[CCH Dec. 53,929]; Curr-Spec Partners, L.P. v. Commissioner, 
579 F.3d 391, 396-97 (5th Cir. 2009) [ 2009-2 USTC ¶50,578]; 
AD Global Fund, LLC v. United States, 481 F.3d 1351, 1354-55 
(Fed. Cir. 2007) [ 2007-1 USTC ¶50,312]; Andantech L.L.C. v. 
Commissioner, 331 F.3d 972, 976-77 (D.C. Cir. 2003) [ 2003-1 
USTC ¶50,530]. Thus, section 6229 operates only to extend a 
partner’s section 6501 period. Id. It does not shorten the partners’ 
otherwise applicable period for assessment. So if any partner’s 
section 6501 period is open for partnership items, we may issue 
an FPAA that is binding on that partner. I.R.C. 6226(d)(1)(A). 
Blak Investments v. Commissioner, 133 T.C. 431, 437-38 (2009).” 
CCA 201420018, May 5, 2014.
 DISCHARGE OF INDEBTEDNESS. The taxpayer was one of 
three owners of an LLC which elected to be taxed as a partnership 
and which constructed and operated a commercial shopping 
center.  The LLC had obtained a loan for the construction costs 
but defaulted on the loan. The bank issued a Form 1099 which 
reported discharge of indebtedness income to the LLC. The 
taxpayer claimed that the discharge of indebtedness income was 
reportable by the partners and that the taxpayer was eligible to 
exclude the income under I.R.C. § 108(c) because the loan was 
qualified real property business indebtedness. The taxpayer’s tax 
return was prepared by a tax professional who failed to include 
the election under I.R.C. § 108(c)(3)(C) and Treas. Reg. § 1.108-
5(b) to reduce the basis of depreciable property and to exclude 
the income resulting from the discharge of qualified real property 
business indebtedness. The IRS granted a 45 day extension of time 
to file the amended return with the election. Ltr. Rul. 201420007, 
Feb. 10, 2014.
 PASSIVE ACTIVITY LOSSES. The taxpayers, husband and 
wife, purchased two real estate properties using mortgage loans 
and transferred the properties to an LLC of which they owned 
49.5 percent. In 2008 the mortgagee foreclosed on the properties 
and the properties were sold to the mortgagee. The mortgagee 
also sued for a deficiency judgment and that lawsuit was settled 
in 2011. The LLC filed a final partnership return in 2010. The 
taxpayers claimed deductions for the passive activity losses from 
the properties in 2008 and 2010, arguing that the foreclosure 
and dissolution of the partnership resulted in disposition of the 
taxpayers’ interests in the properties. The court held that the 
foreclosure action did not dispose of the properties because 
the litigation continued through 2011 when the settlement was 
reached. In addition, the filing of the final partnership return was 
also not sufficient to dispose of the taxpayers’ interests in the 
properties; therefore, the passive activity losses had to be carried 
over to later tax years.  Herwig v. Comm’r, T.C. Memo. 2014-95.
 PENSION PLANS.  The IRS has announced a one-year 
pilot program beginning in June 2014 to help small businesses 
with retirement plans that owe penalties for not filing reporting 
documents. By filing current and prior year forms during this 
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pilot program, they can avoid penalties.  Plan administrators and 
sponsors who do not file an annual Form 5500 series return can 
face stiff penalties – up to $15,000 per return. Those who have 
already been assessed a penalty for late filings are not eligible 
for this program.  This program is open only to retirement plans 
generally maintained by certain small businesses, such as those in 
an owner-spouse arrangement or eligible partnership Multiple late 
retirement plan returns may be included in a single submission. 
If a retirement plan has delinquent returns for more than one 
plan year, penalty relief may be available for all of these returns. 
Similarly, delinquent returns for more than one plan may be 
included in a single penalty relief request.  No filing fee will be 
charged during the pilot program. Notice 2014-35, I.R.B. 2014-
23; Rev. Proc. 2014-32, I.R.B. 2014-23.
 For plans beginning in May 2014 for purposes of determining 
the full funding limitation under I.R.C. § 412(c)(7), the 30-year 
Treasury securities annual interest rate for this period is 3.52 
percent. The 30-year Treasury weighted average is 3.43 percent, 
and the 90 percent to 105 percent permissible range is 3.09 percent 
to 3.61 percent. The 24-month average corporate bond segment 
rates for May 2014, without adjustment by the 25-year average 
segment rates are: 1.18 for the first segment; 4.05 for the second 
segment; and 5.11 for the third segment. The 24-month average 
corporate bond segment rates for May 2014, taking into account 
the 25-year average segment rates, are: 4.43 for the first segment; 
5.62 for the second segment; and 6.22 for the third segment. 
Notice 2014-34, I.R.B. 2014-23.
 S CORPORATIONS
 TRUSTS. A corporation was formed which had a trust as 
shareholder. The trust agreement provided that the corpus of the 
trust could be distributed during the life of the current income 
beneficiary to someone other than such beneficiary.  The trust 
obtained a modification of the trust agreement by a state court 
which removed the provision allowing distribution of trust corpus 
to someone other than the current income beneficiary. The IRS 
ruled that the modified trust would be a qualified subchapter S 
trust and the corporation could election S corporation status by 
filing Form 2553, Election by a Small Business Corporation. Ltr. 
Rul. 201419009, Jan. 28, 2014.
SAFE HARBOR IN TEREST RATES
June 2014
 Annual Semi-annual Quarterly Monthly
Short-term
AFR  0.32 0.32 0.32 0.32
110 percent AFR 0.35 0.35 0.35 0.35
120 percent AFR 0.38 0.38 0.38 0.38
Mid-term
AFR  1.91 1.90 1.90 1.89
110 percent AFR  2.10 2.09 2.08 2.08
120 percent AFR 2.29 2.28 2.27 2.27
  Long-term
AFR 3.14 3.12 3.11 3.10
110 percent AFR  3.46 3.43 3.42 3.41
120 percent AFR  3.77 3.74 3.72 3.71
Rev. Rul. 2014-16, I.R.B. 2014-24.
 SALE OF RESIDENCE. The taxpayer sold a residence for 
$1.4 million under an installment sale agreement. The taxpayer 
claimed a basis in the property of $742,204, primarily resulting 
from the step-up in basis from the death of the taxpayer’s spouse 
in the year of sale, and a gain of $657,796 after expenses of the 
sale. The taxpayer and spouse’s estate excluded $500,000 under 
I.R.C. § 121 for the sale of a residence. Under the agreement, the 
taxpayer received a payment of $250,000 in the first and second 
year. The taxpayer claimed taxable gain based on a “gross profit 
percentage” calculated by dividing the remaining gain, after the 
I.R.C. § 121 exclusion, by the purchase price.  The percentage 
was then applied to the amount received under the agreement in 
each of three tax years. The buyer defaulted on the agreement and 
the taxpayer repossessed the property. The taxpayer agreed that 
the repossession resulted in recognition of gain under I.R.C. § 
1038 but argued that the $500,000 Section 121 exclusion amount 
was not included in the gain recognized. The court held that the 
Section 121 exclusion amount was included in the money and 
other property received by the taxpayer which resulted in taxable 
gain under I.R.C. § 1038. DeBoough v. Comm’r, 142 T.C. No. 
17 (2014).
 TAX PAYMENTS. The IRS has announced the successful 
start of its new web-based system, IRS Direct Pay, on www.IRS.
gov, which lets taxpayers pay their tax bills or make estimated 
tax payments directly from checking or savings accounts without 
any fees or pre-registration. IR-2014-67.
 TAX RETURN PREPARERS. The IRS has announced that 
some suspended or disbarred tax professionals are now permitted 
to obtain or renew preparer tax identification numbers (PTIN) 
and may again prepare federal tax returns for compensation 
as a result of a recent court decision. This change applies to 
individuals who were sanctioned (suspended or disbarred, with 
PTIN access blocked) pursuant to Treasury Department Circular 
No. 230 between Aug. 2, 2011 and Feb. 11, 2014. In a decision 
issued on Feb. 11, 2014, in the case of Sabina Loving, et al. v. 
Internal Revenue Service, et al. 2014-1 U.S. Tax Cas. (CCH) ¶ 
50,175 (D.C. Cir. 2014), aff’g, 2013-1 U.S. Tax Cas. (CCH) ¶ 
50,156 (D. D.C. 2013), the United States Court of Appeals for 
the District of Columbia Circuit sustained a Federal District 
Court decision and injunction against the IRS which prohibits it 
from administering regulations requiring return preparers to pass 
a competency test and complete annual continuing education 
before obtaining or renewing PTINs. Both courts concluded 
that tax return preparation, without more, does not constitute 
representation within the meaning of the statute relied on by the 
IRS to authorize the regulatory actions that were struck down. 
Neither the injunction nor the court decisions affect or apply to 
the PTIN requirements, which are based on separate statutory 
authority. In light of the decisions and the injunction, the IRS’ 
Office of Professional Responsibility (OPR) has determined that 
a suspension or disbarment from practice before the IRS may not 
include a restriction on return preparation for compensation, and 
that access to the PTIN required for such services may no longer 
be blocked based on discipline under Circular 230. OPR has sent 
letters to the individuals who currently are suspended or disbarred 
from practice before the IRS as a result of disciplinary action 
taken by OPR. The notice informs the individuals of their change 
issue of fact and should not have granted summary judgment. 
Gilbert v. Synagro Central, LLC, 2014 Pa. Super. LEXIS 167 
(Pa. Super. 2014).
 The plaintiff’s property, a newly constructed home, was located 
downhill from the defendant’s property which was used as a 
lemon grove. When the lemon grove was planted, the operating 
company installed a drainage system which ran downhill towards 
the plaintiff’s property. The drainage system did not cause any 
problems until an unusually heavy downpour occurred which 
produced significant amounts of draining onto the plaintiff’s 
property causing damage to the home and property. The plaintiff 
sued in negligence and nuisance. Although the jury found that the 
defendant was negligent in operating the lemon grove, the jury 
also found that the California right-to-farm statute, Calif. Civ. 
Code, § 3482.5, prohibited the action. On appeal the appellate 
court reversed and remanded the case with new jury instructions. 
The court instructed that the trial court should ask the jury to 
first determine whether the right-to-farm statute applied after 
determining whether the lemon grove was operated in a manner 
consistent with proper and accepted customs and standards, as 
required by § 3482.5(a)(1) in order for the prohibition of a nuisance 
action to apply. In addition, the court instructed the trial court to 
clearly define for the jury the exact nature of the claimed nuisance 
activity and whether that activity was part of the agricultural 
operations on the defendant’s property.  W & W El Camino Real, 
LLC v. Fowler, 2014 Cal. App. LEXIS 425 (Cal. Ct. App. 2014).
AGRICULTURAL TAX SEMINARS
by Neil E. Harl
 On the back cover, we list the agricultural tax seminars coming 
up in the summer of 2014.  Here are the cities and dates for the 
seminars later this summer and fall 2014:
  August 25-26, 2014 - Quality Inn, Ames, IA
  August 27-28, 2014 - Holiday Inn, Council Bluffs, IA
  September 4-5, 2014 - Honey Creek Resort, Moravia, IA
  September 15-16, 2014 - Courtyard Hotel, Moorhead, MN 
  September 18-19, 2014 - Ramkota Hotel, Sioux Falls, SD
  October 2-3, 2014, Holiday Inn, Rock Island, IL
  October 6-7, 2014 -Best Western Hotel, Clear Lake, IA
  October 13-14, 2014 - Doubletree Hotel, Wichita, KS
  November 24-25, 2014 - Adam’s State Univ., Alamosa, CO
 Each seminar will be structured the same as the seminars listed 
on the back cover of this issue. More information will be posted 
on www.agrilawpress.com and in future issues of the Digest.
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in status. Any individual who has been suspended or disbarred in a 
Circular 230 proceeding who does not receive the notice referenced 
in this press release may determine his/her status with respect to 
PTIN eligibility by calling the main OPR number: 202-317-6897. 
See http://www.irs.gov/pub/irs-utl/OPR%20statement%20
052314.pdf.
NUISANCE
 RIGHT-TO-FARM. The plaintiffs owned rural residential 
property neighboring property owned by the defendants. The 
defendants used their property for horses and constructed a fabric 
covered arena on the property close to the property line shared 
with the plaintiffs. After the arena was constructed, the plaintiffs 
filed an action alleging that the covered arena and its use was a 
private and public nuisance, causing odor, dust, flies, light and 
noise which interfered with the plaintiffs’ use and enjoyment of 
their property. The plaintiffs sought money damages, an injunction 
and dismantling of the arena. The trial court ruled that the arena and 
its use constituted a private nuisance and ordered the arena moved 
to fully abate the noise, traffic, light and dust. The appellate court 
reversed the order to move the building, holding that the arena itself 
was not a nuisance because it was lawfully constructed and served a 
useful purpose. The appellate court remanded the case for the trial 
court to fashion remedies which served to lessen the impact of the 
use of the arena on the plaintiffs’ use of their property. However, 
the remand left open the possibility that moving the arena could be 
the only method to sufficiently abate the nuisance of the use of the 
arena. The defendants also appealed the trial court’s ruling that the 
Idaho right-to-farm act did not prohibit the suit. The appellate court 
affirmed the trial court on this issue, holding that the right-to-farm 
act did not apply where the character of the neighboring land did 
not change after construction of the arena. The original appellate 
decision was withdrawn and a substitute opinion published. 
McVicars v. Christensen, 320 P.3d 948 (Idaho 2014).
 The defendants owned a 220 acre crop farm and contracted with 
a biosolids waste firm to spread biosolids from city waste treatment 
plants on the defendants’ fields. The plaintiffs were neighbors who 
objected to the strong odors from the biosolids and filed an action 
in nuisance to stop the application  and for recovery of damages. 
The defendants filed for summary judgment on the basis that the 
Pennsylvania right-to-farm statute, 3 Penn. Stat. § 954, prohibited 
nuisance actions. The trial court granted summary judgment to the 
defendants based on its finding that the application of biosolids to 
the fields wa a normal agricultural operation which existed more 
than one year prior to the filing of the nuisance action. On appeal, 
the appellate court reversed, holding that material issues of fact 
remained as to whether the application of biosolids was a normal 
agricultural operation. Although the defendants had presented 
evidence that 700 farms in Pennsylvania had applied biosolids, the 
court found that number was only 1 percent of the total farms and 
did not conclusively demonstrate that the application of biosolids 
was “normal.” The court also noted that the plaintiffs had presented 
evidence that application of biosolids was not normal; thus, the 
appellate court held that the trial court was faced with a contested 
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 Corporate-to-LLC conversions
 New regulations for LLC and LLP losses
Closely Held Corporations
 State anti-corporate farming restrictions
 Developing the capitalization structure
 Tax-free exchanges
 Would incorporation trigger a gift because of
  severance of land held in joint tenancy?
 “Section 1244” stock
    Status of the Corporation as a Farmer
 The regular method of income taxation
 The Subchapter S method of taxation, including
  the “two-year” rule for trust ownership of
  stock
 Underpayment of wages and salaries
Financing, Estate Planning Aspects and
    Dissolution of Corporations
 Corporate stock as a major estate asset
 Valuation discounts
 Dissolution and liquidation
 Reorganization
 Entity Sale
 Stock redemption
Social Security
   In-kind wages paid to agricultural labor 
Second day
FARM INCOME TAX
New Legislation
Reporting Farm Income
 Leasing land to family entity
 Constructive receipt of income
 Deferred payment and installment payment
  arrangements for grain and livestock sales
 Using escrow accounts
 Payments from contract production
 Items purchased for resale
 Items raised for sale
 Crop insurance proceeds
 Weather-related livestock sales
 Sales of diseased livestock
 Reporting federal disaster assistance benefits
 Gains and losses from commodity futures, 
  including consequences of exceeding the
  $5 million limit
Claiming Farm Deductions
 Soil and water conservation expenditures
 Fertilizer deduction election
 Depreciating farm tile lines
 Farm lease deductions
 Prepaid expenses
 Preproductive period expense provisions
 Regular depreciation, expense method
  depreciation, bonus depreciation 
 Paying rental to a spouse
 Paying wages in kind
 Section 105 plans
Sale of Property
 Income in respect of decedent
 Sale of farm residence
 Installment sale including related party rules
 Private annuity
 Self-canceling installment notes
 Sale and gift combined.
Like-Kind Exchanges
 Requirements for like-kind exchanges
 “Reverse Starker” exchanges
     What is “like-kind” for realty
 Like-kind guidelines for personal property 
    Partitioning property
    Exchanging partnership assets
Taxation of Debt
 Turnover of property to creditors
 Discharge of indebtedness
 Taxation in bankruptcy.
First day
FARM ESTATE AND BUSINESS PLANNING
New Legislation 
Succession planning and the importance of
 fairness
The Liquidity Problem
Property Held in Co-ownership
 Federal estate tax treatment of joint tenancy
 Severing joint tenancies and resulting basis
 Joint tenancy and probate avoidance
 Joint tenancy ownership of personal property
 Other problems of property ownership
Federal Estate Tax
 The gross estate
 Special Use Valuation
 Property included in the gross estate
 Traps in use of successive life estates
 Basis calculations under uniform basis rules
 Valuing growing crops
 Claiming deductions from the gross estate
 Marital and charitable deductions
 Taxable estate
 The applicable exclusion amount
 Unified estate and gift tax rates
 Portability and the regulations
 Federal estate tax liens
 Undervaluations of property
Gifts
 Reunification of gift tax and  estate tax
 Gifts of property when debt exceeds basis 
Use of the Trust
The General Partnership
 Small partnership exception
 Eligibility for Section 754 elections
Limited Partnerships
Limited Liability Companies
 Developments with passive losses
